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SUMMARY 


Ivory Coast's economy, buffeted by adverse external conditions which are 
exacerbating its balance-of-payments problems, is undergoing its first sus- 
tained pause since independence. Coffee and cocoa prices plunged last year 

to their lowest levels in recent times while rising interest rates and recently 
contracted loans pushed debt service to new highs. As a result, money for new 
projects is in short supply, causing a sharp downturn in construction employ- 
ment. Budgetary management is being tightened under the auspices of the Inter- 
national Monetary Fund (IMF). 


The rural domestic economy remains strong. Although export prices are low, the 
Ivorian Government is maintaining producer prices and Ivory Coast's small far- 
mers continue to increase their coffee and cocoa production capacity. In the 
near future, Ivory Coast can count on some help from the Espoir oil field which 
will begin production from temporary facilities in the second half of 1982. 


Ivory Coast continues to present a receptive market for U.S. exporters and 
contractors. While the current U.S. share of the market for goods and services 
is small, U.S. firms continue to establish regional sales and service facilities 
in Abidjan with a view to the positive, long-term commercial opportunities in 
Ivory Coast and other countries in the region. Prospects remain particularly 
bright for agri-business firms and energy production equipment. Feed-grain and 
rice imports also offer opportunities for U.S. exporters. END SUMMARY 


A. CURRENT ECONOMIC SITUATION AND TRENDS 





THE FINANCIAL SITUATION: Ivory Coast is currently enduring a conjunction of 
extremely unfavorable external developments: low prices for cocoa and robusta 
coffee, export quotas on coffee, a weak lumber market, high interest rates, 

and a depreciating French franc. This comes at a time when Ivory Coast's 
already-high external debt is rising rapidlv to cover large balance-on-current- 
account: deficits. As a result, Ivory Coast turned to the International Mone- 
tary Fund early in 1981. The IMF negotiated a 3-year 484.5 million SDR ($560 
million) Extended Fund Facility Program (EFF) that will allow Ivory Coast to 
supplement its reserves in return for following an economic-readjustment 
program. The EFF imposes quantitative limits on government use of domestic 
credit, domestic assets of the banking system, and signatures of new government 
and government-guaranteed borrowings. 


This program is designed to keep public-sector spending in line with revenues. 
However, the task has been made far more difficult as a result of the continued 
decline in Ivory Coast's terms of trade. Not only have prices of the nation's 
coffee, cocoa, and lumber exports declined, but almost one-third of 1981's 
record coffee crop had to be stocked as a result of quotas set by the Inter- 
national Coffee Organization (ICO). This resulted in the investable surpluses 
of the export marketing board declining to a tiny fraction of their levels of 
the late 1970's, virtually eliminating the major source of domestic savings. 

The Ivorian Government had to increase the portion of its 1981 investment budget 
which is financed by external borrowings from a planned 120 billion CFA francs 


($441million) to 206 billion CFA francs ($757 million). This year, the Govern- 





ment will borrow even more to finance its investment program, but total invest- 
ments are expected to drop slightly in real terms. The Government's operating 
budget has been kept constant in real terms since 1980 as a result of the 
revenue squeeze. 


The construction sector has been most severely affected by the public-sector 
cash squeeze. After the robust growth of the late 1970's, construction-sector 
employment has fallen back to 1975 levels. The fall in construction activity 
in turn, diminished demand for the output of other sectors. As a result, 
showed little real growth in Gross Domestic Product. Growth in 1982 may 
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The forestry sector has been Ivory Coast's third-largest export earner in 
recent years. Because remaining forestry reserves are approaching exhaustion, 
it is anticipated that lumber production will drop sharply. By the end of 

the decade, exports of tropical lumber are expected to cease. This year, 

poor market conditions have depressed both volume and export prices. 


MANUFACTURING: Industry has been one of the country's most dynamic economic 
sectors. However, in 1981 overall growth slowed as a result of the depressed 
construction industry. Ivorian industries are also beginning to face the 
problem of a saturated domestic market. Although import substitution was 
reaching its limit in 1981, the competitiveness of Ivorian manufacturers was 
enhanced by the depreciation of the CFA franc, which is maintained at a fixed 
parity of 50:1 against the French franc, and some Ivorian firms were able to 
increase exports to non-franc-zone West African countries. In the future, 
the Ivorians hope progressively to increase the amount of local processing of 
their agricultural products. The 1981-85 indicative plan places emphasis on 
industrial expansion for the domestic and regional export markets. 


PETROLEUM: By the end of 1982, Ivory Coast will have two oil fields in commer- 
cial production and is expected to be a small net exporter of petroleum. The 
first of these fields, the Belier field, operated by an ESSO-led consortium, 
began production in late 1980. It is producing 10,000 to 12,000 bpd from a 
single offshore platform near Grand Bassam east of Abidjan. ESSO is installing 
equipment for using secondary-recovery methods in order to maintain production 
at its current level for several more years. 


The second field, the Espoir field,was discovered by a Phillips-led consortium 
in April 1980. Production is expected to begin in the third quarter of 1982 
from a temporary production platform. The expected compbined production from 
Belier and Espoir should allow Ivory Coast to export a small net surplus 
during 1983 and 1984. As a result of increased reliance on hydropower which 
now represents 90 percent of electricity generation, and reduced domestic 
consumption of other fuels and petroleum products, the country's petroleum 
consumption has fallen during the last three years from 35,000 to 30,000 bpd. 


Although there has been much press speculation about the possible production 
levels which the Espoir field could eventually reach, Phillips and its partners 
will not be able accurately to make such estimates prior to analyzing produc- 
tion experience sometime in 1983. Espoir production experience and the result 
of additional exploratory drilling are the key to the country's long-term 
petroleum potential. Other companies including AGIP and TOTAL are also active 
in the search for oil in Ivorian waters. Bidding for two new exploration 
concessions was heavy: Tenneco was awarded one in June and the second award 

is expected to be announced later in 1982. 
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ECONOMIC POLICY: Ivory Coast continues to maintain a remarkable 
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consensus under the leadership of its aging patriarch, President | 


Boigny. Always one of the freest-market economies in Africa and the Third World, 


Ivory Coast has become even more private enterprise-oriented recently as a 
result of its efforts to cut back the public sector. Most of the parastatal 
corporations, which contributed to the growth of the public sector and of 
publicly guaranteed debt, are being reorganized. Some have been sold off or 
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Companies can establish a business enterprise simply by registering, with 
prior approval required only in the case of a few restricted fields, such as 
foodstuffs, finance, public utilities, and transportation. The investment 
code is liberal, and incentives in the form of tax privileges and customs 
exemptions can be negotiated on a case-by-case basis for approved investment 
in real estate development, agro-industrial production and processing, 
manufacturing of consumer goods, mineral extraction, energy production, and 
tourism. Agro-industrial production and processing is clearly the sector of 


greatest potential for U.S. companies and investors and one of utmost interest 
to Ivorian economic planners. 


Ivory Coast does not restrict the repatriation of capital and profits of foreign 
companies. The CFA franc used in Ivory Coast has been pegged to the French 
franc at the rate of 50 CFA = 1 FF since 1962. While formal authorization is 
required for transfers outside the franc zone, permission is routinely given. 


Despite the most severe economic downturn since independence, certain sectors, 
and especially agriculture related activities, remain active and medium-term 
prospects are favorable. While total Ivorian imports and U.S. exports to 

Ivory Coast fell last year, computers, refrigeration, and specialized industrial 
equipment have held their own against strong French and Japanese competition. 
Indefinite delays in several major projects, rural road repair and other public- 
works projects have led to severe reductions in exports of U.S. earthmoving 

and electrical equipment; the multi-million dollar World Bank funded Soubre 
hydroelectric project is also delayed for at least a year as the funding for 

the civil works component remains to be lined up. On the other hand, sales 

of Kraft paper, certain chemical products,and air conditioners have remained 
strong. The continuing development of the petroleum sector by major American 
firms is attracting a variety of oil-service companies to Abidjan. This 
activity has been marked by steady increase in the export of U.S. well-drilling 
and related equipment. In addition, if prices are right a good potential market 
exists for U.S. rice and feed grains. 


In the first nine months of 1981, the United States ranked as the second-largest 
exporter to Ivory Coast; imports from the United States, at $113.7 million, 
accounted for 7.6 percent of total Ivorian imports. France remained the princi- 
pal supplier -- $495.7 million -- with 33 percent of total imports. 


The Ivorian Government continues to operate under a stringent austerity program 
which is likely to continue for at least the next two years. Public-sector 
programs and projects are now scrutinized very closely by the Ministry of 
Economy and Finance before they are given funding approval. As a result, com- 
panies are shifting their sales emphasis toward the small but growing private 
sector. As the economy begins to improve, the Government will most likely 
drive ahead with its major development plans in the agricultural and food- 
processing sector, giving U.S. suppliers excellent access to the Ivorian market. 
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